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@ Referring recently to the back num- 
bers of The Management Review, 1 
found in the December, 1936, issue an 
editorial by Dr. Willard Thorp, Direc- 
tor of Economic Research of Dun & 
Bradstreet. This editorial was entitled 
“Outiook in ixecrospect.” A commen- 
tary on business conditions of that 
period, i made interesting reading. Dr. 
Thorp was writing at a time when the 
outlook was pleasant to behold. He 
pointed out then that if a depression 
was around a corner behind us, it could 
also be around the corner in the future. 
Everything was booming so well, he 
said, that “it was decidedly unpopular 
to advise business men to proceed with 
caution.” 

@ In the sixteen months that have 
passed since Dr. Thorp’s article ap- 
peared, we have witnessed an amazing 
change of sentiment. It is now just as 
unpopular to urge expansion as it was 
at that time to urge caution. It is 
now the vogue to pinch funds, and when 
we all pinch together, we must all cry 
“Ouch” together. 

@ Our present decline is greatly magni- 
fied by comparisons which are being 
made between the first quarter of the 
year and the first quarter of 1937. It 
must be remembered that the recession 
was not actually felt until the latter 
months of 1957. The first half of that 
year was a period of relative prosperity, 
while in the first quarter of 1938, the 
recession was very much in evidence. 


@ With taxes a topic of major discus- 
sion everywhere, the comment recently 
made by Mr. A. W. Robertson; Chair- 
man of Westinghouse, to a Senate 
committee is worth remembering. Said 
Mr. Robertson: “You can’t pay wages 
out of money you pay for taxes.” He 
meant that the law of diminishing re- 
turns ‘begins to operate when taxation 
becomes abnormally heavy. When many 
of us pay taxes, we think of all the 
things we should like to buy with the 
money, instead of sending it to the 
government. If used to buy things, it 
would create employment and thereby 
remove a huge part of the tax burden. 


hw & boda. 





BETTER SENTIMENT IN EVIDENCE 








The business community has been greatly heartened by the appearance ig: 
the last week of reports from different quarters that the force of the recessiog! 
has been spent, and that the decline is proceeding at a markedly slower pace, 7 

At annual meetings of many corporations, stockholders were told that “leveling 4 
off” tendencies had begun to appear. The Department of Commerce in its “Survey” 
of Current Business” stated that the recession showed definite signs of slackeni 





The chart below is contained in the 
April 15 release from the Cleveland 
Trust Company, and is based on com- 
putations of national income recently 
made public by the Department of 
Commerce. 


The income of labor is represented 
by the solid line. Labor in this case 
means all wages and salaries, no matter 
how small or how large. Taking 1929 
as 100, wages and salaries in 1937 
reached a total of 87.6 per cent. In 
1933 this figure had declined from the 
1929 point to 57.5 per cent. 


The payments that are considered in 
the chart as payments to capital are 
those consisting of dividends, interest, 
rents, and royalties. These did not de- 
cline from 1929 to 1930 as sharply as 
did receipts of labor. Then they fell at 
the same rate until 1932. By 1937 the 
payments to labor had risen to 87.7 
per cent of their 1929 amount, while 
the payments to capital had recovered 
to only 79.9 per cent. 


NATIONAL INCOME 
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in the first quarter of 1938. Thee 
National Industrial Conference Board? 
noted on April 8 that the recession had™ 
been losing force since December, and” 
that there had been a moderate rise in | 
some of the non-durable goods indus- 4 
tries in the last two months. 


Building Improvement 
Building, the greatest laggard in busi- 
ness activity, showed hopeful signs of 
revival during March. During’ that 
month, dollar value of construction — 
contracts awarded advanced more than = 
seasonally. 
Meanwhile, every business eye turns 
towards Washington and many ob | 
servers believe that a huge spending § 
program would bring initially a great 
deal of inflation-scared buying and 
that many lines of business would 
be stimulated by actual operation of | 
the program. 
NLRB Decisions 
The two latest decisions of the Na- 
tional Labor Relations Board—the In-7 
land Steel and Republic Steel cases— 
made banner headlines in the last two 7 
weeks. There was a general editorial 
outcry against the Board’s pronounce- 
ment that.a union’s irresponsibility has— 
nothing to do with an employer’s obliga- 
tion to deal with the union, and that 
strikers must be reinstated regardless: 
of their lawlessness. While observers 
viewed other portions of the decisions § 
equably, they showed agitation over the 7 
two points above. : 


Unemployment insurance taxes are 7 
being felt at the present time as a greater 7 
burden than they were heretofore. 7 
These taxes went into effect during a7 
period of relative prosperity. It is not¥ 
unlikely that, at the present time, with] 
higher labor costs, they are meaning 44 
difference between red and black ink7 
for many concerns, particularly smaller 7 
businesses. 

President*Gerard Swope of the Gen ¥ 
eral Electric Company has made two] 
proposals that are in point. He suggests 7 
that states which have not done s0 

(Continued on back page) 
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Early in April the index of purchas- 
ing power declined to a new low of 
74.5; fundamental conditions continue 
to point toward a deepening of the re- 
(April 16). 


cession 


The present situation is one of 
scheduled curtailment rather than 
forced abandonment of business; con- 
ditions in 1938 are as far apart from 
those that preceded the last depression 
as opposite poles (April 18). 


Business readjustments have carried 
so far that the national economy is in 
a position for a turn to the better; the 
inflation current has been turned on 
and will undoubtedly stimulate the 
natural forces of recovery (April 16). 
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Credit 





Fear that the international value of 
the pound sterling will decline further 
is unfounded; as conditions are at pres- 
ent, the pound and the dollar will re- 
main at approximately their present 
relationship (April 16). 


The turnover of deposits of Federal 
Reserve member banks is only half as 
rapid as before the 1932 depression— 
and the slower the rate of bank de- 
posit turnover, the less likelihood there 
is of a business collapse (April 18). 


The probabilities that money 
rates will continue extremely low, and 
bonds will tend to stabilize; available 
credit and appear 
ample, if not superabundant (April 2). 
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Security 
Markets 





The rebound which has already oc- 
curred has been a regular technical 
correction of the preceding decline; 
though there is room for extension of 
this movement, more time will be re- 
quired for the formation of a strong 
technical foundation (April 14). 


The bulk of the causes of the stock 
market decline is now being cleaned 
up; however, many stocks are selling 
below a true measure of their earning 
power over a period of years (April 4). 


The stock market is achieving a 
more clearly defined equilibrium; this 
does not necessarily mean that im- 
mediate, substantial recovery is to 
eventuate, but does indicate that down- 
ward forces are no longer to have un- 
restrained influence (April 9). 
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Production 


Manufacturing activity gained slight- 
ly in February, but was still 35.6% 
below the level of the corresponding 
period last year; the value of factory 
output is now in a position to stage 
some recovery (April 16). 


The index of production volume for 
April is not likely to show an upturn 
from recent levels; nevertheless, there 
is continued evidence that downward 
tendencies are proceeding at a slower 
and slower pace (April 18). 








Distribution 








Building 





Building activity in February was 
34.3% under last year’s relatively low 
rate, indicating that manufacturing is 
not facing much stimulation from 
this source in the immediate future 
(April 9). 








t 


\ Agriculture 


The quantity of farm products mar- 
keted in February was 18.4% larger 
than a year ago; however, this increase 
was more than offset by the price av- 
erage of farm products, which declined 
to the lowest level since August, 1934 
(April 2). 





In San Francisco, retail sales are 15- 
20% below a year ago; in St. Louis, 
department store sales are 5% under 
1937; sales to automobile workers in 
Detroit are at low ebb; business in Chi- 
cago is lagging (April 4). 





Though in the immediate future it 
is likely that building may continue to 
run lower than last year, the building 
outlook is gradually strengthening; in 


fact, 1938 residential construction 
should exceed the 1937 volume 
(April 4). 





On March 26 the Babson Agricul- 
tural Price Index was slightly below 
February and 27% under a year ago; 
cotton broke sharply, and wheat was 
hammered lower; the outlook is for 
unusually large crops again this year 
(April 11). 





The price decline, which began last 
May, was extended in February, with 
prices reaching the lowest level since 
June, 1936; in March the commodity 
price level was apparently — slightly 
lower than in February (April 9). 





Labor and 
Wages 


The number of persons unemployed 
in the United States rose in February, 
for the fifth consecutive month, to 
13,178,000 from 12,919,000 in January 
and from 8,981,000 at the low last Sep- 
tember (April 16). 









Foreign Trade 
and 
Conditions 


The value of exports from the 
United States decreased in February 
to the lowest level since March 1937; 
imports were back in the depression 
area; at present the trade outlook of 
the United States is not favorable 





(April 9), 





In the coming business revival we 
expect to witness early sharp advances 
in commodity prices rather than a be- 
lated scramble at high prices; there 
is not likely to be the delay in buying 
that marked the 1934-37 advance 
(April 18). 


Excess inventories are being ab- 
sorbed, and a time will be reached 
where production volumes can be step- 
ped up in line with the level of ultimate 
consumption, which has been main- 
tained not far below the peak level 
(April 16). 





Retail trade has managed to hold 
most of its recovery; auto manufac- 
turers and retailers are making 
joint efforts to relieve the congestion 
of dealers’ stocks, particularly of used 


cars (April 2). 





Applications for liberalized FHA 
mortgages have increased sharply in 
recent weeks; the potentialities are that 
in the years just ahead we shall wit- 
ness a construction rate several times 
the recent average (April 9). 
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American cotton is losing its favor- 
able price differential over foreign 
growths, and exports are falling; how- 
ever, with a governmental peg on prices 
and an inflationary program, it would 
be rash to predict a decline (April 16). 





The readoption of pump-priming by 
the government should at least stem 
the decline in commodity prices; in 
fact, certain prices are likely to rise, 
even though others may not have seen 
their exact lows (April 16). 





The decline in employment and pay- 
rolls is slowing down; wholesale wage 
reductions need not be expected; early 
vacations are advisable, so that com- 
panies may be fully prepared for the 
upturn which lies ahead (April 11). 





Wage rates have been lowered in 
some industries, and the reduction of 
labor disputes has carried to a degree 
little short of startling; labor is less 
inclined to strike promiscuously and 
more eager to work efficiently (April 


16). 





We stand by our original forecast of 
no general European war in 1938, 
though we expect that armament ac- 
tivities will act as a stimulant to bus- 


iness (April 18). 





The French situation has _ been 
strengthened by the special powers 
given to Premier Daladier, and sharp 
advances in the London stock market 
have reflected a more hopeful attitude 


(April 16). 
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usiness is bad now, but a further 
line seems unlikely; business sen- 
ent responded to the defeat of the 
rganization bill with enthusiasm, al- 
ugh this is not as yet translated into 
ial buying (April 16). 








hough opposition to a government 
iding program is strong, Congress 
vote the President the money he 
3; the House of Representatives is 
kening on its decision to retain the 
nciple” of the undistributed earn- 
; tax (April 16). 


While there is no evidence of a 
general upswing in business activity, 
the process of adjustment is being car- 
ried on so that conditions are more 
promising for an upswing if and when 
it should begin (May). 


This is no mere temporary business 
recession; in March business entered 
the second phase of a renewed depres- 
sion, and it now seems probable that 
1938 will be the most severe depression 
year in our history except 1932 
(April 15). 


Trade and industrial reports con- 
tinued depressed during March; there 
is comfort, however, in the fact that 
the rate of decline has slowed down 
to small proportions, and in a broad 
sense the trend is sideways (April). 





Bank clearings, 22 U. S. cities, March, 
$22,821,958,000, 29.8% above February, 
22.4% below a year ago; Adjusted In- 
solvency Index (Failures) March, 60.4 
compared with 69.2 in February and 
44.9 a year ago. (May) 


In March the prices of second grade 
bonds declined sharply, with those of 
the railroads hitting new lows for the 


entire depression period (April 15). 


The upward trend of bank reserves 
was resumed during the past month; 
though the present recession in Euro- 
pean currencies may not go far, the 
tendency toward disorder in foreign 
exchange markets cannot be viewed 
with complacency (April). 





hough confronted with uncertainty 
o the lengths to which Washington 
go impump-priming and credit in- 
on, security markets have recently 
‘na fairly good account of them- 
es and made headway (April 16). 


Faced with discouraging prospects 
of first quarter earnings reports, and 
the lack of evidence of the hoped-for 
spring revival, stock prices touched new 
low ground at the end of March 


(May). 


Stock prices in March dropped far 
below the levels reached in the decline 
that terminated last October; declines 
have resulted for the most part from 
sales by investors who distrust the 
eo for business profits (April 
15). 





a 


lespite the automotive industry’s 
r production showing during March, 
e are indications that the sleeping 
it is awakening from his winter 
; field reports to factories are 
‘e hopeful, and production is climb- 
(April 16). 


With activity about 70% of the level 
prevailing last spring, industry showed 
stabilization 


increasing evidence of 


(May). 


Production volume in March was 
apparently 40.5% under normal—and 
the only other year when production 
averaged more than 40% below normal 
was in 1932, at the bottom of the de- 
pression; there is little ground for ex- 
pecting a prompt recovery (April 15). 


Prices of stocks and lower-rated 
bonds broke through their previous 
lows in March; evidently the markets 
had been supported by hope of a 
greater spring pick-up in business than 
now seems likely, and the decline re- 
flects the disappointment (April). 





After a disappointing March, there 
is unlikely to be anything more than a 
modest pick-up in production later in 
the spring; cotton mills are consider- 
ing further curtailment, though steel 
operations have recovered to 36% of 
capacity (April). 





etail sales of automobiles took a 
or spurt towards the end of March; 
vrolet registered 44% of its March 
s in the last 10 days of the month, 
other companies reported similar 
‘ts (April 16). 


Impairment of consumer income was 
reflected in a further recession in the 
adjusted index of department store 
sales during March; trade in rural 
areas remained above the average for 
the country (May). 





Department store sales in February 


were 7% below those of the same 


month in 1937 (April 15). 





rivate capital is lending impetus to 
government’s campaign for low- 
al housing ; for instance, the Metro- 
tan Life Insurance Co. will start a 
dential project on 120 acres in the 
nx when plans and contracts are 
pleted (April 16). 


March building permits (215 cities) 
$76,598,907, 41.8% 
36.8% below a year ago (May). 


above February, 


In February and March it became 
apparent that there was little new con- 
struction under way which was fin- 
anced by private funds; building con- 
struction in February was 23% under 
that of February, 1937 (April 15). 





esale price-maintenance has ex- 
led to farm products; the Louisiana 
mers Protective Union recently 
d buyers for two chains off the 
wberry exchange at Hammond, La., 
rging violation of the association’s 
imum profit order (April 16). 





Dun & Bradstreet’s Daily Commod- 
ity Price Index declined almost steadily 
during March and early April, touch- 
ing a new low on April 5, having drop- 
ped 32% from the 1937 peak exactly 
one year earlier (May). 





abor union economists believe that 
ready upturn in business should be 
lent in mid-May or early June; 
nt NLRB and Supreme Court de- 
ms (notably in the Inland Steel 
Republic Steel cases) have spur- 
CIO activities (April 16). 





Jorld trade still shows no signs of 
val, and until commodity purchases 
resumed in volume by the great 
wufacturing nations, trade in man- 
‘tured yoods cannot be resumed on 
‘ale which will help business out of 





Resistance to wage adjustments con- 
tinues strong; according to the NICB’s 
computation of hourly earnings, the 
decline from the 1937 high amounted 
only to 1% at the end of February 


(May). 


Unemployment was greatly increased 
in the first quarter of 1938; from Feb- 
ruary, 1937, to February, 1938, pay- 
rolls in durable goods factories shrank 
by 31%, while the decrease in consump- 
tion goods factories was but 15% 
(April 15). 





Reflecting our domestic depression 
only to a minor degree, foreign buying 
of U.S. pro” .cts continued higher than 
in the same months of 1937; exports 
of General Motors products were 15% 
larger than last March (May). 








During March the volume of inter- 
national trade declined sharply, and 
business activity decreased in Europe 
(April 15). 





Sales of automobiles have been run- 
ning more than 40% behind a year ago; 
in retailing and distribution the evi- 
dence is that stocks are no longer an 
impediment to recovery, but recovery 
will not come automatically through 
inventory reduction (April). 





Building contract awards in the first 
three weeks of March were only 8% 
below a year ago; however, building 
costs have been reduced comparatively 
little over the past 6 to 9 months, and 
wage increases have been granted in 
some instances (April). 





The Department of Agriculture re- 
ports that farm income in February 
was off. 13% compared with a year 
ago; nevertheless, business in all lines 
is better in the farm states than else- 
where (April). 





Buying policies continue hand-to- 
mouth, both in raw materials and man- 
ufactured goods; staple commodity 
prices, on the average, are the lowest of 
the year, although the decline has not 
been sharp (April). 





The wage reductions which the rail- 
roads are seeking will be difficult to 
negotiate, although their wage scales 
are 8% above those of 1929; the situa- 
tion illustrates the principle danger of 
inflexible wage contracts (April). 





Experienced observers generally agree 
that the Central European crisis has 
passed and that war has been held off 
once more; prices on the London 
and Amsterdam stock exchanges de- 
clined severely during the past month 
(April). 





present slump (April 16). 
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ANNUAL AMA BUSINESS MEETING 
TO BE HELD IN N. Y. ON JUNE 2 





President. 





The Annual Business Meeting of AMA will be held June 2 at. the Hotel 
New Yorker, New York City, it has been announced by Alvin E. Dodd, AMA 


In a letter enclosed with this issue of the News Letter, Mr. Dodd urges 
all members who can conveniently do so to attend the meeting, which will be 
featured by the election of officers, hearing financial reports, and discussion 
ofthe Association’s policies during the coming year. 

Although a program for a General Management session had been partially 
formulated, it was thought best by the Executive Committee to postpone this 
phase of the meeting to a later date in the belief that discussion could be made 
more specifically helpful at that time. 

Further notice of this general meeting may be expected in the near future. 








PRODUCTION CONFERENCE FEATURES 
TRIPS TO PITTSBURGH FACTORIES 





Over 500 Attend Conference for Discussion of Annual Wage Plans, Quick 
Business Changes, and Training 





One of AMA’s best meetings of the year was held in Pittsburgh on April 
20-21 when the Production Division held its annual conference there under the 
direction of Divisional Vice-President Earl M. Richards, Assistant to the Vice- 
President in Charge of Operations, Republic Steel Corporation. 

The conference drew more than 500 executives from Pittsburgh and other 
industrial localities for the discussion of current production problems. Interest 
in all the sessions ran high, but was centered principally in personnel aspects of 


production work and on gearing manu- 
facturing operations to quick changes 
in the business outlook. 

An added feature of the meeting 
was the plant visits, which were held 
on Friday, April 22. A large number 
of the registrants remained in Pitts- 
burgh for these visits, which included : 
the new Homestead Plant of the Car- 
negie-Illinois Steel Corporation; the 
new Jones & Laughlin Continuous Strip 
Mill ; The Westinghouse Works at East 
Pittsburgh; the Aluminum Company’s 
plant at New Kensington, and the H. J. 
Heinz Company plant. 

The conference brought forth much 
valuable information on such subjects 
as. “sounding out employee attitudes,” 
foreman training and forecasting and 
meeting changes in business. 

Registrants were heartened to hear 
Professor I. C. Bratt of Lehigh Uni- 
versity state that the forces of the 
recession had spent themselves and that 
consumption and production were rap- 
idly reaching equilibrium. 

During the session on wage payment, 
D. W. Weed of the General Electric 
Company gave a yery fine exposition 
of how job evaluation is done and ‘its 
importance at the present time. At this 
same session there was a thorough and 
up-to-date discussion on the subject of 
the annual wage. Several different an- 
nual wage plans were described by the 
various speakers, who included: L: M. 
Patterson, Patterson Manufacturing 
Company; Harold B. Bergen, Mc- 
Kinsey, Wellington & Company, and 
Favette Sherman, George A. Hormel 


& Co. 








Increasing Importance 
Of Insurarce Control 
Noted at Conference 


The increasing interest of companies 
everywhere in the proper management 
of their insurance activities was clearly 
indicated at the Ninth Annual Insur- 
ance Conference of the AMA. The 
conference was held at Atlantic City on 
May 9-10. 


One indication of this growing in- 
terest was shown in the large numbers 
of buyers who attended the meeting, 
representing small and large companies 
of all kinds. 


Held under the direction of J. H. 
Nickell, Insurance Manager of the 
Philadelphia Electric Company, the 
meeting attracted more than 300 
executives. 


The first day of the meeting was 
given over to various insurance prob- 
lems such as “Experience Ratings for 
Group Life Insurance Plans,” “Con- 
tractual Liability,” “Phases of State 
Supervision,” “Inland Marine Insur- 
ance,” and “The American Agency 
System Viewed by an Insurance Execu- 
tive.” The second day was devoted to 
an exposition of how the Insurance 
Department of the Consolidated Edison 
Company operates and to a Luncheon- 
Smoker on specific company insurance 
problems. 





Management Congress 
Is Significant Event 





(Continued ) 
Labor and Management’; ““The Pub- 
lic’s Concern in Industrial Harmony.” 

Among the speakers at the general 
sessions, many of whom have long been 
identified with the AMA, will be: 
Viscount Leverhulme; W. J. Cameron 
of the Ford Motor Company ; Dr. Karl 
Compton, President of the Massachu- 
setts Institute of Technology ; Ralph E. 
Flanders, President of the Jones and 
Lamson Machine Company; G. See- 
bauer, Director of the Reichskuratorium 
fur Wirtschaftlichkeit, Germany ; Gino 
Olivetti, manufacturer of business ma- 
chines, Italy; Maurice Ponthiere, Di- 
recteur de l’Ecole Organisation Scien- 
tifique du Travail de Paris. 

In a recent statement commenting on 
the importance and significance of the 
Congress, the committee in charge 
pointed out that in the last decade, for 
the first time in the history of the United 
States, the management of American 
business and industry has been under 
fire simultaneously from four different 
directions—from workers, government, 
consumers, and stockholders. Manage- 
ment should welcome the opportunity 
presented by this Congress to show the 
efforts it is making to solve its .prob- 
lems, the committee stated. 

“The paramount task of the Ameri- 
can business executive today,’ the 
statement read, “‘is that of demonstrat- 
ing, in a way that all can understand, 
that his functions, conscientiously ad- 
ministered, are essential to an equitable 
adjustment of these conflicting forces. 
Despite the conviction that there are 
millions who still believe that in the 
aggregate, America’s business leaders 
are deserving of confidence, the most 
discerning of these executives recog- 
nize two constant and dominating prob- 
lems : 

“First, how is management going to 

do a better job—provide a greater sta- 
bility of employment, better wages, 
higher quality of merchandise and lower 
cost, a fairer return on capital ? 
. ‘Second, how is management to bring 
to ‘the man on the street’ an adequate 
conception of what has been gained in 
the way of a higher standard of living, 
higher real wages, greater leisure 
through the accomplishments of man- 
agement under free enterprise?” 


BACK NUMBERS WANTED 

The Association has been asked for 
the following numbers of Personnel, 
which are out of print. It would greatly 
appreciate receiving any copies which 
can be spared : 

August, 1934; November, 1934; 
July, 1935; May, 1936; August, 1936; 
November, 1936. 
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